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AN

ILLEGIB NOV 2 4 1950

The Ronorable John L. McClellan

Chairman, {ommittee on Lxpenditures
in the Executive lepartments

United States Senste

v sshington 25, D. C,

Dexr ddr. Chairman:

Your letter of 26 Cctober 1950 reguests information w
be furnished you by 1 December 1950 to assist the Commitiee
in its responsibility to evaluate the effects of laws enacted to
reorganize the Zxecutive Branch of the Government. Farticular
information is requested conceraing the Central Intelligence
Agency Act of 1949 {Public Law 110, 8lst Congress), as well
as ceriain general legislative enactments,

The Central Intelligence ~geacy Act of 1949 pertaine par-
ticalarly to the Agency's procurement authorities, travel,
guarters allowsnces and related expenses, the Ageacy's general
administrative authorities, and the expenditure of funds. Tae
intent of the Act was to improve the administration of {14, o
protect the canfidential aspects of the Agency's funetions {wet
forth In Section 102 of the National Security Act of 1947), and
1o develop & career scrvice in the field of imtelligence. In your
recent report No. 2581, ' Action on Hoover Commission e 5,
it is moted that the work of the Central Intelligence A’e::g!h%ﬁ
been improved a5 a result of legislative and administra Hon,
The legisiative action has grestly facilitated the sdminis¥rafive
jimprovements, and without it the proper functioning offEt Pgency
would have been impossible. .

S

Because of the natare of the Agency's acﬁviﬁﬁfn! i sure
you will understand that it is impon=zible to give & detailed public
report of the type which you request while still maintaining
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essential security. There are, however, certain things which
can be set forth which may be of some assistance to you,

Prior to the passage of the Central Intelligence sgency
Act of 1949, Cla was administered under laws and regulations
of geaeral application and without specific authority for neces -
sary expenditures. These suthorities were inadequates o serve
the special necds of an intelligence ageacy. Lonsegquently,
sdministrative officials were required continually to rascive
legal and other obatacles by makeshift arrsagements in order
ts provide the necessary scrvices. Public Law 114 provides
specific administrative suthorities for sur special needs, ang
includes basic authority for expenditure of funds, eliminating
the requirement for re-emactment cach year of langunge speciiy-
ing expenditure authorities. It, thes, provides the Bexibility
and security {cr operstions aecessary for an intelligence orguni-
sation.

The direct financial savings that have been realized can-
not be ascertained precisely ia dollars snd cents. The Cemtrsi
latelligence ~gency is « comparatively new agency still in the
process of development. But the 4ct has ensbled ssmplification
and imcreased efficiency of sdministration, whick means that ihe
cost of administration is far less than it would have been other -
wise.

Action has been taken io carry out ali the provisions of the
law and 10 lssue appropriate regulations requived by the Act.
i-ategories covered include {1) procurement, () education and
training, (1) travel, allowances and related expense which, in
an intelligence agency, cover mamy complex proviems incidentsl
to foreign and domestic travcl not common to most government
agenciesx, (4} medical services program, (5) budgetary and account-
ing controls which are particulariy necessary because of the
Agency's comparatively broad latitude ia the spplication of appye £
priated lunds, {5) personncl, and (7) other gensral authoritieq”’ "a:
usually set forth in appropriation langusge. A

In addition, a comtinuiag menagement sarvey and analpwis -
is maintained in an effort further ts increase eflifclency né,; .

- e
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reduce administrative personnel and costs to & mintmam.

As pointed cut in our letter to vou of 18 July 1949, the
Centrsl Intelligence . gency was exempted from the provisiomns
of the Federal Property and Administrative services Act of 1949,
and we have also been exempted from its subsequent amendment:.
This exemption was granted to meet cur special problems im the
tield of procurement and services. Eecause of the sature of sur
work, special procurcmment channels and methods must be followes
to maintain security, However, we utilise the services of the
General Services Administration in all of its fields, and have
adopted their procedures wherever feasible. In view of the very
receni passage of the Badget and Accounting Trocedures sct of
1950, we are unable $o staie finally what effect it will have on
this Agency. However, CIA officials are studying the Act and
conferring with represeatatives of the General reeounting fice,
the Buresu of the Badget, and the Treasury Uepartmnent concern-
ing the budgetary accounting and reporting procedures best
auited for the needs of this Agency. Lur budget preseatation
has always been made on the basis of a periormance budget.
While thiz Agency has also been exempted {rom the provisicas
of the Classification Act of 1949, we bave {ollowsd standard
goverament claszification procedurss as well as grade siructures
throughout.

simcerely yours,

5/

TALTER B, sMITH
Liirector

WiPiorsheimer:hlc s,
Central Records — &/ ﬁ*‘—'—v
Signer - 2
v Comptroller
Management Officer
Services Officer
Personnel Director
General Counsel o
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